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TO ALL PARTIES: 

Enclosed please find the recommendation of Hearing Officer Jerry Rudibaugh. The 
recommendation has been filed in the form of an Opinion and Order on: 

ARIZONA PUBLIC SERVICE COMPANY 
(STRANDED COST/ UNBUNDLED TARFFS) 

Pursuant to A.A.C. R14-3-1 lO(B), you may file exceptions to the recommendation of 
the Hearing Officer by filing an original and ten (10) copies of the exceptions with the 
Commission's Docket Control at the address listed below by p.m. on or before: 

SEPTEMBER 7,1999 

The enclosed is NOT an order of the Commission, but a recommendation of the Hearing 
Officer to the Commissioners. Consideration of this matter has tentatively been scheduled for 
the Commission's Working Session and Open Meeting to be held on: 

SEPTEMBER 14,1999 and SEPTEMBER 15,1999 

For more information, you may contact Docket Control at (602) 542-3477 or the 
Hearkg Division at (602)542-4250. 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

CARL J. KUNASEK 
CHAIRMAN 

JIM IRVIN 
COMMISSIONER 

WILLIAM A. MUNDELL 
COMMISSIONER 

IN THE MATTER OF THE APPLICATION OF 
ARIZONA PUBLIC SERVICE COMPANY FOR 
APPROVAL OF ITS PLAN FOR STRANDED 
COST RECOVERY. 

IN THE MATTER OF THE FILING OF ARIZONA 
PUBLIC SERVICE COMPANY OF UNBUNDLED 

SEQ. 

IN THE MATTER OF COMPETITION IN THE 
PROVISION OF ELECTRIC SERVICES 
THROUGHOUT THE STATE OF ARIZONA. 

TARIFFS PURSUANT TO A.A.C. R14-2-1601 ET 

DATES OF HEARING: July 12. 19 

PLACE OF HEARING: 

PRESIDING OFFICER: 

N ATTENDANCE: 

APPEARANCES: 

DOCKET NO. E-01345A-98-0473 

DOCKET NO. E-01345A-97-0773 

DOCKET NO. RE-OOOOOC-94-0165 

DECISION NO. 

OPINION AND ORDER 

(pre-hearing conference), July 14, 1 
19,-20, &id 21, 1999 

Phoenix, Arizona 

Jerry L. Rudibaugh 

Carl J. Kunasek, Chairman 
Jim Irvin, Commissioner 

Mr. Steven M. Wheeler, Mr. Thomas Mumaw and Mr. 
Jeffrey B. Guldner, SNELL & WILMER, LLP, on 
behalf of Arizona Public Service Company; 

Mr. C. Webb Crockett and Mr. Jay Shapiro, 
FENNEMORE CRAIG, on behalf of Cyprus Climax 
Metals, Co., ASARCO, Inc., and Arizonans for Electric 
Choice & Competition; 

Mr. Scott S. Wakefield, Chief Counsel, and Ms. Karen 
Nally on behalf of the Residential Utility Consumer 
Office; 

Ms. Betty Pruitt on behalf of the Arizona Community 
Action Association; 

Mr. Timothy Hogan on behalf of the Arizona 
Consumers Council; 
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Mr. Robert S. Lynch on behalf of the Arizona 
Transmission Dependent Utility Group; 

Mr. Walter W. Meek on behalf of the Arizona Utility 
Investors Association; 

Mr. Douglas C. Nelson, DOUGLAS C. NELSON, P.C., 
on behalf of Commonwealth Energy Corporation; 

Mr. Lawrence V. Robertson, Jr., MUNGER & 
CHADWICK, and Ms. Leslie Lamer, Director 
Government Affairs on behalf of Enron Corporation, 
and Mr. Robertson on behalf of PG&E Energy Services; 

Mr. Lex J. Smith, BROWN & BAIN, P.A., on behalf of 
Illinova Energy Partners and Sempra Energy Trading; 

Mr. Randall H. Werner, ROSHKA, HEYMAN & 
DeWULF, P.L.C., on behalf of NEV Southwest; 

Mr. Norman Furuta on behalf of the Department of the 
Navy; 

Mr. Bradley S. Carroll on behalf of Tucson Electric 
Power Company; and 

Mr. Christopher C. Kempley, Assistant Chief Counsel 
and Ms. Janet F. Wagner, Staff Attorney, Legal Division 
on behalf of the Utilities Division of the Arizona 
Corporation Commission. 

BY THE COMMISSION: 

On December 26, 1996, the Arizona Corporation Commission (“Commission”) in Decision 

No. 59943 enacted A.A.C. R14-2-1601 through R14-2-1616 (“Rules” or “Electric Competition 

Rules”). 

On June 22, 1998, the Commission issued Decision No. 60977, the Stranded Cost Order 

which required each Affected Utility to file a plan for stranded cost recovery. 

On August 10, 1998, the Commission issued Decision No. 61071 which made modifications 

to the Rules on an emergency basis. 

On August 21, 1998, Arizona Public Service Company (“APS”) filed its Stranded Costs plan. 

On November 5, 1998, APS filed a Settlement Proposal that had been entered into with the 

Our November 24, 1998 

On November 25, 1998, the Commission issued 

Commission’s Utilities Division Staff (“Staff Settlement Proposal”). 

Procedural Order set the matter for hearing. 
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Iecision No. 61 259 which established an expedited procedural schedule for evidentiary hearings on 

he Staff Settlement Proposal. 

On November 30, 1998, the Arizona Attorney General’s Office, in association with numerous 

ither parties, filed a Verified Petition for Special Action and Writ of Mandamus with the Arizona 

Supreme Court (“Court”) regarding the Commission’s November 25, 1998 Procedural Order, 

3ecision No. 61259. The Attorney General sought a Stay of the Commission’s consideration of the 

Staff Settlement Proposal with APS and Tucson Electric Power Company (“TEP”). 

On December 1, 1998, Vice Chief Justice Charles J. Jones granted a Motion for Immediate 

Stay of the Procedural Order. On December 9, 1998, the Commission Staff filed a notice with the 

Supreme Court that the Staff Settlement Proposal had been withdrawn fiom Cornmission 

:onsideration. 

On April 27, 1999, the Commission issued Decision No. 61677, which modified Decision No. 

50977. On May 17, 1999, APS filed with the Commission a Notice of Filing, Application for 

Approval of Settlement Agreement (“Settlement” or “Agreement”) and Request for Procedural 

3rder. 

Our May 25, 1999 Procedural Order set the matter for hearing commencing on July 14,1999. 

This matter came before a duly authorized Hearing Officer of the Commission at its offices in 

Phoenix, Arizona. APS, Cyprus Climax Metals, Co., ASARCO, Inc., Arizonans for Electric Choice 

8z Competition (“AECC”), Residential Utility Consumer Office (“RUCO”), the Arizona Community 

Action Association (“ACAA”), the Arizona Consumers Council, the Arizona Transmission 

Dependent Utility Group, the Arizona Utility Investors Association, Enron Corporation, PG&E 

Energy Services, Illinova Energy Partners, Sempra Energy Trading, NEV Southwest, the Department 

of the Navy, Tucson Electric Power Company, and Staff of the Commission appeared through 

The Parties to the Proposed Settlement are as follows: the Residential Utility Consumer Office, Arizona Public 
Service Company, Arizona Community Action Association and the Arizonans for Electric Choice and Competition which 
is a coalition of companies and associations in support of competition that includes Cable Systems International, BHP 
Copper, Motorola, Chemical Lime, Intel, Honeywell, Allied Signal, Cyprus Climax Metals, Asarco, Phelps Dodge, 
Homebuilders of Central Arizona, Arizona Mining Industry Gets Our Support, Arizona Food Marketing Alliance, 
Arizona Association of Industries, Arizona Multi-housing Association, Arizona Rock Products Association, Arizona 
Restaurant Association, Arizona Retailers Association, Boeing, Arizona School Board Association, National Federation 
of Independent Business, Arizona Hospital Association, Lockheed Martin, Abbot Labs and Raytheon. 
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ounsel. Evidence was presented concerning the Settlement Agreement, and after a full public 

learing, this matter was adjourned pending submission of a Recommended Opinion and Order by the 

’residing Officer to the Commission. In addition, a post-hearing briefing schedule was established 

vith simultaneous briefs filed on August 5, 1999. 

DISCUSSION 

ntroduction 

The Settlement provides for rate reductions for residential and business customers; sets the 

mount, method, and recovery period of stranded costs that APS can collect in customer charges; 

stablishes unbundled rates; and provides that APS will separate its generating facilities, which will 

)perate in the competitive market, from its distribution system, which will continue to be regulated. 

According to APS, the Settlement was the product of months of hard negotiations with 

rarious customer groups. APS opined that the Settlement provides many clear benefits to customers, 

jotential competitors, as well as to APS. Some of those benefits are as follows: 

Allowing competition to commence in APS’ service territory months before otherwise 
possible and expanding the initial eligible load by 140 MW; 

Establishing both Standard Offer and Direct Access rates, and providing for annual 
rate reductions with a cumulative total of as much as $475 million by 2004; 

Ensuring stability and certainty for both bundled and unbundled rates; 

Resolving the issue of APS’ stranded costs and regulatory asset recovery in a fair and 
equitable manner; 

Providing for the divestiture of generation and competitive services by APS in a cost- 
effective manner; 

Removing the specter of years of litigation and appeals involving APS and 
Commission over competition-related issues; 

Continuing support for a regional IS0 and the AISA; 

Continuing support for low income programs; and 

Requiring APS to file an interim code of conduct to address affiliate relationships. 

Settlement was entered into by RUCO and the ACAA reflecting Agreement by 

4 



I -  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

~ 

~ 27 
38 

DOCKET NO. E-01345A-98-0473 ET AL. 

residential customers of APS to the Settlement’s terms and conditions. In addition, the Settlement 

was executed by the AECC, a coalition of commercial and industrial customers and trade 

associations. AECC opined that since residential and non-residential customers have agreed to the 

Settlement, the “public interest” has been served. AECC indicated the Settlement was not perfect but 

was the result of “give and take” by each of the parties. Accordingly, AECC urged the Commission 

to protect the “public interest” by approving the Settlement and not allow Energy Service Providers 

(“ESPs”) to delay the benefits that competition has to offer. 

Legal Issues: 

The Arizona Consumers Council (“Consumers Council”) opined that the Agreement was not 

Legal because: (1) there was no full rate proceeding; (2) Section 2.8 of the Agreement violates A.R.S. 

Section 40-246, regarding Commission initiated rate reductions; and (3) the Agreement illegally 

binds future Commissions. According to the Consumers Council, the Commission does not have 

evidence to support a finding that the rates proposed in the Agreement are just and reasonable; that 

the rate base proposed is proper; and asserted the proposed adjustment clause can not be established 

outside a general rate case. 

Staff argued that the Commission in Decision No. 59601, dated April 26, 1996, has 

previously determined just and reasonable rates for APS which must be charged until changed in a 

rate proceeding. According to Staff, this case is not about changing existing rates, but instead 

involves the introduction of a new service - direct access. The direct access rates have been designed 

to replicate the revenue flow from existing rates. Staff opined that the Commission has routinely, and 

lawfully, approved rates for new services outside of a rate case. Further, Staff asserted that the rates 

proposed in the Settlement are directly related to a complete financial review. Staff indicated that the 

Consumers Council has provided no contrary information and should not be allowed to collaterally 

attack Decision No. 59601: 

APS argued that no determination of fair value rate base (“FVRB”), fair value rate of return 

(“FVROR’), or other financial analysis is legally necessary to justify current APS rate levels, allow 

the introduction of a new service, or to evaluate a series of voluntary rate decreases. In spite of that, 

APS did provide information to support a FVRB of $5,195,675,000 and FVROR of 6.63 percent. No 
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other party presented evidence in support of a FVRB or FVROR. Staff supported APS. 

We concur with Staff and APS. The Consumers Council has provided no legal authority that 

a full rate proceeding is necessary in order to adopt a rate reduction or rates for new services. 

Further, pursuant to the Arizona Constitution, the Commission has jurisdiction over ratemaking 

matters. We also find that notice of the application and hearing was provided and that APS has 

provided sufficient financial information to support a finding of FVRB and FVROR. Lastly, this 

Commission can clearly bind future Commissions as a result of its Decision. However, as later 

discussed, we agree there are limitations to such legal authority. 

Shopping Credit 

One of the most contentious issues in the hearing was the level of the “shopping credit.” The 

“shopping credit” is the difference between the customer’s Standard Offer Rate and the Direct Access 

Rate available to customers who take service from ESPs. The ESPs generally argued that the 

Settlement’s “shopping credits” were not sufficient to allow a new entrant to make a profit. AECC 

opined that such an argument was nothing more than a request to increase ESP’s profits. 

Staff opined that the “shopping credit” was too low and recommended it be increased without 

impacting the stranded cost recovery amount of $350 million. Under Staffs proposal, the increased 

“shopping credit” would be offset by reducing the competitive transition charge (“CTCs”). Further, 

Staff recommended that any stranded costs not collected could simply be deferred and collected after 

2004. 

The AECC expert testified that the “shopping credit” under the Agreement was superior to the 

“Shopping Credit” in the Staff Settlement Proposal as well as the one offered to SRP’s customers. 

APS argued that artificially high shopping credits will likely increase ESP profits without lowering 

customer rates and will encourage inefficient firms to enter the market. Based on the analysis of the 

40kW to 200 kW customer group2, APS showed an average margin on the “shopping credit” of over 

8 mils per kWh or a 23 percent markup over cost. APS asserted that the test for a reasonable 

“shopping credit” “should not be whether ESPs can profit on all APS customers &l of the time”. 

Represents over 80 percent of the general service customers for competitive access in phase one. 2 

6 



I 1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

I 38 

DOCKET NO. E-01 345A-98-0473 ET AL. 

Based on the evidence presented, the “shopping credits” appear to be reasonable to allow 

3SPs to compete in an efficient manner. Further, we do not find customer rates should be increased 

)imply to have higher “shopping credits”. 

vletering and Billing Credits 

The metering and billing credits resulting from the Agreement are based on decremental costs. 

Several of the ESPs and Staff argued that these credits should be based upon embedded costs and not 

lecremental costs. APS responded that such a result could cause them to lose revenues since its costs 

vould only go down by the decremental amounts. Staff testified that the Company would not lose 

ignificant income if it used embedded costs since it would free up resources to service new 

:ustomers. 

We concur. The proposed credits for metering, meter reading and billing3 will result in a 

lirect access customer paying a portion of APS costs as well as a portion of the ESP’s costs. We 

3elieve this would stymie the competitive market for these services. As a result, we find the approval 

if the Settlement should be conditioned upon the use of Staffs proposed credits for metering, meter 

meading, and billing. 

?roposed One-Year Advance Notice Requirement: 

Section 2.3 provides that 

“Customers greater than 3MW who chose a direct access supplier must give APS one 
year’s advance notice before being eligible to return to Standard Offer service.” 
[emphasis added] 

Several parties expressed concerns that the one-year notice requirement to return to Standard 

3ffer service would create a deterrent to load switching by large industrial, institutional and 

:ommercial customers. PG&E proposed that any increased cost could be charged directly to the 

xstomer as a condition to its return. 

We agree that APS needs to have some protection from customers leaving the system when 

market prices are low and jumping back on Standard Offer rates when market prices go up. The 

suggestion by PG&E that the customer be allowed to go back to the Standard Offer if the customer 

For example, the monthly credits for a direct access residential customers are $1.30, $0.30, and $0.30 for 3 

metering, meter reading and billing, respectively. 
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jays for additional costs it has caused is a reasonable resolution. Accordingly, we will order APS to 

Iubmit substitute language on this issue. 

Section 2.8 

Several of the parties expressed concern that Section 2.8 of the Agreement allows APS to seek 

'ate increases under specified conditions. Additionally, as previously discussed, the Consumers 

zouncil opined that Section 2.8 violated A.R.S. Section 40-246. Staff recommended the Commission 

:ondition approval of the Agreement on Section 2.8 being amended to include language that the 

zommission or Staff may commence rate change proceedings under conditions paralleling those 

x-ovided to the utility, including response to petitions submitted under A.R.S. 6 40-246. 

We agree that Section 2.8 is too restrictive on the Commission's future action. Accordingly, 

we will condition approval of the Agreement on inclusion of the following language in Section 2.8: 

The Commission shall not be prevented from commencing rate change 
proceedings, including responding to petitions submitted under A.R.S. 9 
40-246. However, any result from such proceeding shall not modify the 
collection of stranded cost approved herein nor result in any reduction in 
the rate decreases approved herein by customer class. 

Section 7.1 

The Consumers Council opined that there was language in the Agreement which would 

llegally bind future Commissions. While Staff disagreed with the legal opinion of the Consumers 

Zouncil, Staff was concerned with some of the binding language in the Agreement and in particular 

with the following language in Section 7.1 : 

7.1. To the extent any provision of this Agreement is inconsistent with any existing 
or future Commission order, rule or regulation or is inconsistent with the Electric 
Competition Rules as now existing or as may be amended in the future, the provisions of 
this Agreement shall control and the approval of the Agreement by the Commission shall 
be deemed to constitute a Commission-approved variation or exemption to any 
conflicting provision of the Electric Competition Rules. 

Staff recommended the Commission not approve Section 7.1. 

We share Staffs concerns. We also recognize that the parties want to preserve their benefits 

to their Agreement. We agree with the parties that to the extent any provision of the Agreement is 

inconsistent with the Electric Competition Rules as finalized by the Commission in September 1999, 
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the provisions of the Agreement shall control. We want to make it clear that the Commission does 

not intend to revisit the stranded cost portion of the Agreement. It is also not the Commission’s 

intent to undermine the benefits that parties have bargained for. With that said, the Commission must 

be able to make rule changedother hture modifications that become necessary over time. As a 

result, we will direct the parties to file a revised Section 7.1 consistent with the Commission’s 

discussions herein. 

Generation Affiliate 
Section 4.1 of the Agreement provides the following: 

4.1 The Commission will approve the formation of an affiliate or affiliates of APS 
to acquire at book value the competitive services assets as currently required by the 
Electric Competition Rules. In order to facilitate the separation of such assets 
efficiently and at the lowest possible cost, the Commission shall grant APS a two-year 
extension of time until December 31, 2002, to accomplish such separation. A similar 
two-year extension shall be authorized for compliance with A.A.C. R14-2-1606(B). 

Related to Section 4.1 is Section 2.6(3) which allows APS to defer costs of forming the generation 

affiliate, to be collected beginning July 1,2004. 

According to NEV Southwest, APS indicated that it intends to establish a generation affiliate 

under Pinnacle West, not under APS. Further, that APS intends to procure generation for standard 

offer customers from the wholesale generation market as provided for in the Electric Competition 

Rules. Additionally, it was NEV Southwest’s understanding that the affiliate generation company 

could bid for the APS standard offer load under an affiliate FERC tariff, but there would be no 

automatic privilege outside of the market bid. NEV Southwest supports the aforementioned concepts 

and recommended they be explicitly stated in the Agreement. 

We concur with NEV Southwest. To the extent that NEV Southwest has properly stated the 

intent of APS, such language should be added to the Agreement. We generally support the request of 

APS to defer those costs related to formation of a new generation affiliate pursuant to the Electric 

Competition Rules. We also recognize the Company is making a business decision to transfer the 

generation assets to an affiliate instead of an unrelated third party. As a result, we find the 

Company’s proposed mitigation of stranded costs4 in the Settlement should also apply to the costs of 

~ ~~~ 

Agreement to not recover $183 million out of a claimed $533 million. 4 
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brming the new generation affiliate. Accordingly, Section 2.6(3) should be modified to reflect that 

mly 67 percent of those costs to transfer generation assets to an affiliate shall be allowed to be 

ieferred for future collection. 

Some parties were concerned that Sections 4.1 and 4.2 provide in effect that the Commission 

will have approved in advance any proposed financing arrangements associated with hture transfers 

2f “competitive services” assets to an affiliate. As a result, there was a recommendation that the 

Commission retain the right to review and approve or reject any proposed financing arrangements. In 

addition, some parties expressed concern that APS has not definitively described the assets it will 

retain and which it will transfer to an affiliate. 

We share the concerns that the non-competitive portion of APS not subsidize the spun-off 

:ompetitive assets through an unfair financial arrangement. We want to make it clear that the 

Commission will closely scrutinize the capital structure of APS at its 2004 rate case and make any 

necessary adjustments. Further, while the Commission supports and approves the concept of 

transferring generation assets and competitive services to an affiliate, the Commission reserves the 

right to review and approve of the actual assets and services to be transferred. 

Unbundled Rates 

Several parties expressed concern that the Agreement’s unbundled rates fail to provide the 

necessary information to determine whether a competitor’s price is lower than the Standard Offer 

rate. Further, some of the parties asserted that APS has not performed a functional cost-of-service 

study and as a result the Settlement’s “shopping credit” is an artificial division of costs. In response, 

APS indicated the Standard Offer rates can not be unbundled on a strict cost-of-service basis unless 

the Standard Offer rates are redesigned to equal cost-of-service. APS opined that such a process 

would result in significant rate increases for many customers. 

AECC asserted that a full rate case would result in additional monthdyears of delay with 

continued drain of resources by all interested entities. 

The ESPs asserted that the bill format proposed by APS is misleading and too complex. In 

general, the ESPs desired a bill format that would allow customers to easily compare Standard Offer 

and Direct Access charges in order to make an informal decision. As a result, APS was directed to 

10 
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circulate an Informational Unbundled Standard Offer Bill (“Bill”) to the parties for comments. 

Subsequent to the hearing, a Bill was circulated to the parties for comments to determine what 

consensus could be reached on its format. In general, there was little dispute with the format of the 

Bill. However, PG&E and Commonwealth disagreed with the underlying cost allocation 

methodologies. Enron was concerned that the Bill portrayed the Standard Offer to be more simplistic 

than the Direct Access portion of the Bill. Enron proposed a bill format that would clearly identify 

those services which are available from an ESP. Based on comments from RUCO and Staff, APS 

made general revisions to the proposed Bill. 

We find the APS Attachment AP-IR, second revised dated 8/16/99 provides sufficient 

information in a concise manner to enable customers to make an informed choice. (See Attachment 

No. 2 herein). However, we find the Enron breakdown into a Part 1 versus Parts 2 and 3 will further 

help educate customers as to choice. We will direct APS to further revise its Bill to have a Part 1 as 

set forth by the Enron breakdown. We believe Parts 2 and 3 can be combined for simplicity. 

We concur with APS that it is not necessary to file a revised cost-of-service study at this time. 

The proposed Standard Offer rates contained in the Settlement are based on existing tariffs approved 

by this Commission. Further, we concur with AECC that a full rate case with a revised cost-of- 

service study would result in monthdyears of additional delay. Lastly, the Standard Offer rates as 

proposed in the Settlement are consistent with the Commission’s requirement that no customer shall 

receive a rate increase. The following was extracted from Decision No. 61677: 

“No customer or customer class shall receive a rate increase as a result of 
stranded cost recovery by an Affected Utility under any of these options.” 

Code of Conduct 

There were concerns expressed that APS would be writing its own Code of Conduct. 

Subsequently, APS did provide a copy of its proposed Code of Conduct to the parties for comment. 

Based on the above, we will direct APS to file with the Commission no later than 30 days of 

the date of this Decision, its interim Code of Conduct. APS should indicate which parties are in 

agreement with the proposed Code of Conduct. Subsequently, within ’10 days of filing the Code of 

Conduct, the Hearing Division shall establish a procedural schedule to hear the matter. 

11 
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ANALYSIWSUMMARY 

Consistent with our determination in Decision No. 60977, the following primary objectives 

need to be taken into consideration in deciding the overall stranded cost issue: 

A. Provide the Affected Utilities a reasonable opportunity to collect 100 percent of their 
unmitigated stranded costs; 

B. Provide incentives for the Affected Utilities to maximize their mitigation effort; 

C. Accelerate the collection of stranded costs into as short of a transition period as 
possible consistent with other objectives; 

Minimize the stranded cost impact on customers remaining on the standard offer; D. 

E. Don’t conhse customers as to the bottom line; and 

F. Have full generation competition as soon as possible. 

The Commission also recognized in Decision No. 60977 that the aforementioned objectives 

were in conflict. Part of that conflict is reflected in the following language extracted from 

Decision No. 60977: 

One of the main concerns expressed over and over by various consumer groups 
was that the small consumers would end up with higher costs during the transition 
phase and all the benefits would flow to the larger users. At the time of the hearing, 
there had been minimal participation in California by residential customers in the 
competitive electric market place. It is not the Commission’s intent to have small 
consumers pay higher short-term costs in order to provide lower costs for the larger 
consumers. Accordingly, we will place limitations on stranded cost recovery that will 
minimize the impact on the standard offer. 

Decision No. 61677 modified Decision No. 60977 and allowed each Affected Utility to chose from 

five options. 

With the modifications contained herein, we find the overall Settlement satisfies the 

Dbjectives set forth in Decision Nos. 60977 and 61677. We believe the Settlement will result in an 

xderly process that will have real rate reduction? during the transition period to a competitive 

generation market. The Settlement allows everv APS customer to have the immediate opportunity to 

There have been instances in other states where customers were told they would receive rate decreases which i 

were then offset by a stranded cost add-on. 
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ienefit from the change in market structure while maintaining reliability and certainty of delivery. 

Zurther, the Settlement in conjunction with the Electric Rules will provide every APS customer with 

i choice in a reasonable timeframe and in an orderly manner. If anything, the Proposed Settlement 

Favors customers over competitors in the short run since APS has agreed to reductions in rates 

.otaling 7.5 percent. This Commission supports competition in the generation market because of 

ncreased benefits to customers, including lower rates and greater choice. While some of the 

iotential competitors have argued that higher “shopping credits” will result in greater choice, we find 

.hat a higher shopping credit would also mean less of a rate reduction for APS customers. We find 

:hat the Settlement strikes the proper balance between competing objectives by allowing immediate 

-ate reductions while maintaining a relatively short transition period for collection of stranded costs, 

followed shortly thereafter with a full rate case. At that point in time the collection of stranded costs 

d l  be completed and unbundled rates can be modified based upon an updated cost study. 

* * * * * * * * * * 

Having considered the entire record herein and being hlly advised in the premises, the 

Zommission finds, concludes, and orders that: 

FINDINGS OF FACT 

1. 

State of Arizona. 

APS is certificated to provide electric service as a public service corporation in the 

2. Decision No. 59943 enacted R14-2-1601 through -1616, the Retail Electric 

Competition Rules. 

3. Following a hearing on generic issues related to stranded costs, the Commission issued 

Decision No. 60977, dated June 22, 1998. 

4. 

5. 

6. 

7. 

8. 

Decision No. 61071 adopted the Emergency Rules on a permanent basis. 

On August 21, 1998, APS filed its Stranded Costs plan. 

On November 5,1998, APS filed the Staff Settlement Proposal. 

Our November 24, 1998 Procedural Order set the matter for hearing. 

Decision No. 61259 established an expedited procedural schedule for evidentiary 

hearings on the Staff Settlement Proposal. 
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The Court issued a Stay of the Commission’s consideration of the Staff Settlement 

Staff withdrew the Staff Settlement Proposal from Commission consideration. 

On May 17, 1999, APS filed its Settlement requesting Commission approval. 

Our May 25, 1999 Procedural Order set the Settlement for hearing commencing on 

luly 14, 1999. 

13. Decision No. 61311 (January 11, 1999) stayed the effectiveness of the Emergency 

Xules and related Decisions, and ordered the Hearing Division to conduct further proceedings in this 

Docket. 

14. In Decision No. 61634 (April 23, 1999), the Commission adopted modifications to 

R14-2-201 through-207, -210 and 212 and R14-2-1601 through -1617. 

15. Pursuant to Decision No. 61677, dated April 27, 1999, the Commission modified 

Decision No. 60977 whereby each Affected Utility could choose one of the following options: (a) 

?let Revenues Lost Methodology; (b) Divestiture/Auction Methodology; (c) Financial Integrity 

Methodology; (d) Settlement Methodology; and (e) the Alternative Methodology. 

16. AJ?S and other Affected Utilities filed with the Arizona Superior Court various appeals 

Df Commission Orders adopting the Competition Rules and related Stranded Cost Decisions (the 

“Outstanding Litigation”). 

17. Pursuant to Decision No. 61677, APS, RUCO, AECC, and ACAA entered into the 

Settlement to resolve numerous issues, including stranded costs and unbundled tariffs. 

18. The difference between market based prices and the cost of regulated power has been 

generally referred to as stranded costs. 

19. Any stranded cost recovery methodology must balance the interests of the Affected 

Utilities, ratepayers, and the move toward competition. 

20. All current and fbture customers of the Affected Utilities should pay their fair share of 

stranded costs. 

21. Pursuant to the terms of the Settlement Agreement, APS has agreed to the 

modification of its CC&N in order to implement competitive retail access in its Service Temtory. 

14 
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22. The Settlement Agreement provides for competitive retail access in APS’ Senrice 

Territory, establishes rate reductions for all APS customers, sets a mechanism for stranded cost 

recovery, resolves contentious litigation, and therefore, is in the public interest and should be 

approved. 

23. The information and formula for rate reductions contained in Exhibit AP-3 Appended 

to APS Exhibit No. 2 provides current financial support for the proposed rates. 

24. 

customers. 

25. 

RUCO, ACAA, and AEC collectively, represent residential and non-residential 

According to AECC, the Agreement results in higher shopping credits than in the Staff 

Settlement Proposal as well as those offered by SRP. 

26. The decremental approach for metering and billing will not provide sufficient credits 

for competitors to compete. 

27. Pursuant to the Settlement, customers will receive substantial rate reductions without 

the necessity of a full rate case. 

28. 

29. 

An APS rate case would take a minimum of one year to complete. 

ESPs that have been certificated have shown more of an interest in serving larger 

business customers than residential customers. 

30. It is not in the public or customers’ interests to forego guaranteed Standard Offer rate 

reductions in order to have a higher shopping credit. 

3 1. The Settlement will permit competition in a timely and efficient manner and insure all 

customers benefit during the transition period. 

32. Based on the evidence presented, the FVRB and FVROR of APS is determined to be 

$5,195,675,000 and 6.63 percent, respectively. 

33. The terms and conditions of the Settlement Agreement as modified herein are just and 

reasonable and in the public interest. 

CONCLUSIONS OF LAW 

1. The Affected Utilities are public service corporations wlrllin the meaning of the 

Arizona Constitution, Article XV, under A.R.S. $8 40-202, -203, -250, -321, -322, -331, -336, -361, - 
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365, -367, and under the Arizona Revised Statutes, Title 40, generally. 

2. The Commission has jurisdiction over the Affected Utilities and of the subject matter 

:ontained herein. 

3. 

4. 

Notice of the proceeding has been given in the manner prescribed by law. 

The Settlement Agreement as modified herein is just and reasonable and in the public 

.nterest and should be approved. 

5. APS should be authorized to implement its Stranded Cost Recovery Plan as set forth 

n the Settlement Agreement. 

6. APS’ CC&N should be modified in order to permit competitive retail access in APS’ 

ZC&N service temtory. 

7. APS should be granted the waivers that it has requested in the Settlement as modified 

herein. 

ORDER 

IT IS THEREFORE ORDERED that the Settlement Agreement as modified herein is hereby 

approved and all Commission findings, approvals and authorizations requested therein are hereby 

granted. 

IT IS FURTHER ORDERED that Arizona Public Service Company’s CC&N is hereby 

modified to permit competitive retail access consistent with this Decision and the Competition Rules. 

IT IS FURTHER ORDERED that within 30 days of the date of this Decision, Arizona Public 

Service Company shall file a proposed Code of Conduct for Commission approval. 

IT IS FURTHER ORDERED that Arizona Public Service Company shall file a revised 

Settlement Agreement consistent with the modifications herein. 

. . .  

. . .  

. . .  

. . .  

. . .  

. . .  
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IT IS FURTHER ORDERED that within ten days of the date the proposed Code of Conduct 

is filed, the Hearing Division shall issue a Procedural Order setting a procedural schedule for 

consideration of the Code of Conduct. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 

COMMISSIONER COMMISSIONER CHAIRMAN 

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive 
Secretary of the Arizona Corporation Commission, have 
hereunto set my hand and caused the official seal of the 
Commission to be affixed at the Capitol, in the City of Phoenix, 
this day of , 1999. 

BRIAN C. McNEIL 
EXECUTIVE SECRETARY 

DISSENT 
JLR:dap 
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I 

ATTACHMENT 1 

May 14, 1999 

This settlement agreement ("Agreement") is entered into as of May 14, 1999, by 
Arizona Public Service Company ("APS" or the Tompany") and the various signatories to 
this Agreement (collectively, the "Parties") for the purpose of establishing terms and 
conditions for the introduction of competition in generation and other competitive services that 
are just, reasonable and in the public interest. 

In Decision No. 59943, dated December 26, 1996, ;he Arizona Corporation 
Commission ('ACC" or the "Commission") established a "framework" for introduction of 
competitive electric services throughout the territories of public service corporations in 
Arizona in the rules adopted in A.A.C. R14-2-1601 et seq. (collectively, "Electric Competition 
Rules" as they may be amended from time to time). The Electric Competition Rules 
established by that order contemplated future changes to such rules and the possibility of 
waivers or amendments for particular companies under appropriate circumstances. Since their 
initial issuance, the Electric Competition Rules have been amended several times and are 
currently stayed pursuant to Decision No. 61311, dated January 5, 1999. During this time, 
APS, Commission Staff and other interested parties have participated in a number of 
proceedings, workshops, public comment sessions and individual negotiations in order to 
further refine and develop a restructured utility industry in Arizona that will provide 
meaningful customer choice in a manner that is just, reasonable and in the public interest. 

This Agreement establishes the agreed upon transition for A P S  to a restructured 
entity and will provide customers with competitive choices for generation and certain other 
retail services. The Parties believe this Agreement will produce benefits for all customers 
through implementing customer choice and providing rate reductions so that the APS service 
territory may benefit from economic growth. The Parties also believe this Agreement will 
fairly treat APS and its shareholders by providing a reasonable opportunity to recover 
prudently incurred investments and costs, including stranded costs and regulatory assets. 

Specifically, the Parties believe the Agreement is in the public interest for the 
following reasons. m t ,  customers will receive substantial rate reductions. Second, 
competition will be promoted through the introduction of retail access faster than would have 
been possible without this Agreement and by the functional separation of APS' power 
production and delivery functions. Third, economic development and the environment will 
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benefit through guaranteed rate reductions and the continuation of renewable and energy 
efficiency programs. F o u a ,  universal service coverage will be maintained through APS’ low 
income assistance programs and establishment of “provider of last resort” obligations on AJ?s 
for customers who do not wish to participate in retail access. Fifth, AJ?S will be able to 
recover its regulatory assets and stranded costs as provided for in this Agreement without the 
necessity of a general rate proceeding. Sixth, substantial litigation and associated costs will be 
avoided by amicably resolving a number of important and contentious issues that have already 
been raised in the courts and before the Commission. Absent approval by the Commission of 
the settlement reflected by this Agreement, APS would seek full stranded cost recovery and 
pursue other rate and competitive restructuring provisions different than provided for herein. 
The other Parties would challenge at least portions of APS’ requested relief, including the 
recovery of all stranded costs. The resulting regulatory hearings and related court appeals 
would delay the start of competition and drain the resources of all Parties. 

NOW, THEREFORE, APS and the Parties agree td the following provisions 
which they believe to be just, reasonable and in the public interest: 

ARTICLE I 
IMPLEMENTATION 0 F RETA IL ACCESS 

1.1. The APS distribution system shall be open for retail access on July 1 , 
1999; provided, however, that such retail access to electric generation and other competitive 
electric services suppliers will be phased in for customers in APS’ service territory in 
accordance with the proposed Electric Competition Rules, as and when such rules become 
effective, with an additional 140 M W  being made available to eligible non-residential 
customers. The Parties shall urge the Commission to approve Electric Competition Rules, at 
least on an emergency basis, so that meaningful retail access can begin by July 1, 1999. 
Unless subject to judicial or regulatory restraint, APS shall open its distribution system to 
retail access for all customers on January 1 , 2001. 

1.2. A P S  will make retail access available to residential customers pursuant to 
its December 21, 1998, filing with the Commission. 

1.3. The Parties acknowledge that APS’ ability to offer retail access is 
contingent upon numerous conditions and circumstances, a number of which are not within.the 
direct control of the Parties. Accordingly, the Parties agree that it may become necessary to 
modify the terrns of retail access to account for such factors, and they further agree to address 
such matters in good faith and to cooperate in an effort to propose joint resolutions of any such 
matters. 
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1.4. A P S  agrees to the amendment and modification of its Certificate(s) of 
Convenience and Necessity to permit retail access consistent with the terms of this Agreement. 
The Commission order adopting this Agreement shall constitute the necessary Commission 
Order amending and modifying APS’ CC&Ns to permit retail access consistent with the terms 
of this Agreement. 

ARTICLE 11 - 
2.1. The Company’s unbundled rates and charges attached hereto as Exhibit A 

will be effective as of July 1, 1999. The Company’s presently authorized rates and charges shall 
be deemed its standard offer (“Standard Offer”) rates for purposes of this Agreement and the 
Electric Competition Rules. Bills for Standard Offer service shall indicate individual unbundled 
service components to the extent required by the Electric Competition Rules. 

2.2. Future reductions of standard offer tariff rates of 1.5% for customers 
having loads of less than 3 MW shall be effective as of July 1, 1999, July 1, 2000, July 1, 
2001, July 1, 2002, and July 1, 2003, upon the filing and Commission acceptance of revised 
tariff sheets reflecting such decreases. For customers having loads greater than 3 M W  served 
on Rate Schedules E-34 and E-35, Standard Offer tariff rates will be reduced: 1.5 % , effective 
July 1, 1999; 1.5% effective July 1, 2000; 1.25% effective July 1, 2001; and -75% effective 
July 1, 2002. The 1.5% Standard Offer rate reduction to be effective July 1, 1999, includes 
the rate reduction otherwise required by Decision No. 59601. Such decreases shall become 
effective by the filing with and acceptance by the Commission of revised tariff sheets reflecting 
each decrease. 

2.3. Customers greater than 3 MW who choose a direct access supplier must 
give APS one year’s advance notice before being eligible to return to Standard Offer service. 

2.4. 
forth in Exhibit A attached hereto upon the filing and Commission acceptance of revised tariff 
sheets reflecting such decreases. 

Unbundled rates shall be reduced in the amounts and at the dates set 

2.5. This Agreement shall not preclude APS from requesting, or the 
Commission from approving, changes to specific rate schedules or terms and conditions of 
service, or the approval of new rates or terms and conditions of service, that do not 
significantly affect the overall earnings of the Company or materially modify the tariffs or 
increase the rates approved in this Agreement. Nothing contained in this Agreement shall 
preclude APS from filing changes to its tariffs or terms and conditions of service which are not 
inconsistent with its obligations under this Agreement. 

2.6. Notwithstanding the rate reduction provisions stated above, the 
Commission shall, prior to December 3 1, 2002, approve an adjustment clause or clauses which 
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will provide full and timely recovery beginning July 1, 2004, of the reasonable and prudent 
costs of the following: 

(1) 

(2) 

(3) 

(4) 

APS' "provider of last resort" and Standard Offer obligations for 
service after July 1, 2004, which costs shall be recovered only 
from Standard Offer and "provider of last resort" customers; 

Standard Offer service to customers who have left Standard Offer 
service or a special contract rate for a competitive generation 
supplier but who desire to return to Standard Offer service, which 
costs shall be recovered only from Standard Offer and "provider 
of last resort" customers; 

compliance with the Electric Compet$ion Rules or Commission- 
ordered programs or directives related to the implementation of 
the Electric Competition Rules, as they may be amended from 
time to time, which costs shall be recovered from all customers 
receiving services from A P S ;  and 

Commission-approved system benefit programs or levels not 
included in Standard Offer rates as of June 30, 1999, which costs 
shall be recovered from all customers receiving services from 
APS. 

By June 1, 2002, A P S  shall file an application for an adjustment clause or clauses, together 
with a proposed plan of administration, and supporting testimony. The Commission shall 
thereafter issue a procedural order setting such adjustment clause application for hearing and 
including reasonable provisions for participation by other parties. The Commission order 
approving the adjustment clauses shall also establish reasonable procedures pursuant to which 
the Commission, Commission Staff and interested parties may review the costs to be 
recovered. By June 30,2003, APS will file its request for the specific adjustment clause 
factors which shall, after hearing and Commission approval, become effective July 1, 2004. 
A P S  shall be allowed to defer costs covered by this Section 2.6 when incurred for later full 
recovery pursuant to such adjustment clause or clauses, including a reasonable return. 

2.7. By June 30, 2003, APS shall file a general rate case with prefiled 
testimony and supporting schedules and exhibits; provided, however, that any rate changes 

I resulting therefrom shall not become effective prior to July 1, ,2004. 

~ 
2.8. APS shall not be prevented from seeking a change in unbundled or 

Standafd Offer rates prior to July 1,2004, in the event of (a) conditions or circumstances which 
constitute an emergency, such as the inability to finance on reasonable terms, or (b) material 
changes in APS' cost of service for Commission regulated services resulting from federal, tribal, 
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state or local laws, regulatory requirements, judicial decision, actions or orders. Except for the 
changes otherwise specifically contemplated by this Agreement, unbundled and Standard Offer 
rates shall remain unchanged until at least July 1,2004. 

ARTICLE I n  
REGULATORY ASSETS AN D STRANDED COS T S .  

3.1. A P S  currently recovers regulatory assets through July 1 , 2004, pursuant 
to Commission Decision No. 59601 in accordance with the provisions of this Agreement. 

3.2. A P S  has demonstrated that its allowable stranded costs after mitigation 
(which result from the impact of retail access), exclusive of regulatory assets, are at least $533 
million net present value. 

3.3. The Parties agree that A P S  should not be &wed to recover 
$183 million net present value of the amounts included above. APS shall have a reasonable 
opportunity to recover $350 million net present value through a competitive transition charge 
(“CTC”) set forth in Exhibit A attached hereto. Such CTC shall remain in effect until 
December 31, 2004, at which time it will terminate. If by that date A P S  has recovered more 
or less than $350 million net present value, as calculated in accordance with Exhibit B attached 
hereto, then the nominal dollars associated with any excess recoveryhnder recovery shall be 
credited/debited against the costs subject to recovery under the adjustment clause set forth in 
Section 2.6(3). 

3.4. The regulatory assets to be recovered under this Agreement, after giving 
effect to the adjustments set forth in Section 3.3 , shall be amortized in accordance with 
Schedule C of Exhibit A attached hereto. 

3.5. Neither the Parties nor the Commission shall take any action that would 
diminish the recovery of APS’ stranded costs or regulatory assets provided for herein. The 
Company’s willingness to enter into this Agreement is based upon the Commission’s 
irrevocable promise to permit recovery of the Company’s regulatory assets and stranded costs 
as provided herein. Such promise by the CornInission shall survive the expiration of the 
Agreement and shall be specifically enforceable against this and any future Commission. 

ARTICLE IV 
7 

4.1. The Commission will approve the formation of an affiliate or affiliates of 
APS to acquire at book value the competitive services assets as currently required by the 
Electric Competition Rules. In order to facilitate the separation of such assets efficiently and 
at the lowest possible cost, the Commission shall grant APS a two-year extension of time until 
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December 31, 2002, to accomplish such separation.” A similar two-year extension shall be 
authorized for compliance with A.A.C. R14-2-1606@). 

4.2. Approval of this Agreement by the Commission shall be deemed to 
constitute all requisite Commission approvals for (1) the creation by A P S  or its parent of new 
corporate affiliates to provide competitive services including, but not limited to, generation 
sales and power marketing, and the transfer thereto of APS’ generation assets and competitive 
services, and (2) the full and timely recovery through the adjustment clause referred to in 
Section 2.6 above for all of the reasonable and prudent costs so incurred in separating 
competitive generation assets and competitive services as required by proposed A.A.C. R14-2- 
1615, exclusive of the costs of transferring the A P S  power marketing function to an affiliate. 
The assets and services to be transferred shall include the items set forth on Exhibit C attached 
hereto. Such transfers may require various regulatory and third party approvals, consents or 
waivers from entities not subject to APS’ control, including the FERC and the NRC. No Party 
to this Agreement (including the Commission) will oppose, or support opposition to, APS 
requests to obtain such approvals, consents or waivers. 

4.3. Pursuant to A.R.S. 6 40-202(L), the Commission’s approval of this 
Agreement shall exempt any competitive service provided by APS or its affiliates from the 
application of various provisions of A.R.S. Title 40, including A.R.S. $6 40-203, 40-204(A), 
40-204(B), 40-248, 40-250, 40-25 1, 40-285, 40-301, 40-302, 40-303, 40-32 1,  40-322, 40-33 1, 
40-332, 40-334, 40-365, 40-366, 40-367 and 40-401. 

4.4. APS’ subsidiaries and affiliates (including APS’ parent) may take 
advantage of competitive business opportunities in both energy and non-energy related 
businesses by establishing such unregulated affiliates as they deem appropriate, which will be 
free to operate in such places as they may determine. The APS affiiate or affiliates acquiring 
APS’ generating assets may be a participant in the energy supply market within and outside of 
Arizona. Approval of this Agreement by the Commission shall be deemed to include the 
following specific determinations required under Sections 32(c) and Q(2) of the Public Utility 
Holding Company Act of 1935: 

A P S  or an affiliate is authorized to establish a subsidiary company, which will 
seek exempt wholesale generator (“EWG”) status from the Federal Energy 
Regulatory Commission, for the purposes of acquiring and owning Generation 
Assets. 

The Commission has determined that allowing the Generation Assets to become 
“eligible facilities,” within the meaning of Section 32 of the Public Utility 
Holding Company Act (“PUHCA”), and owned by an A P S  EWG affiliate 
(1) will benefit consumers, (2) is in the public interest, and (3) does not violate 
Arizona law. 
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The Commission has sufficient regulatory authority, resources and access to the 
books and records of APS and any relevant associate, affiliate, or subsidiary 
company to exercise its duties under Section 32(k) of PUHCA. 

APS will purchase any electric energy from its EWG affiliate at market based 
rates. This Commission has determined that (1) the proposed transaction will 
benefit consumers and does not violate Arizona law; (2) the proposed 
transaction will not provide APS’ EWG affiliate an unfair competitive advantage 
by virtue of its affiliation with A P S ;  (3) the proposed transaction is in the public 
interest. 

The APS affiliate or affiliates acquiring APS’ generating assets will be subject to regulation by 
the Commission, to the extent otherwise permitted by law, to no greater manner or extent than 
that manner and extent of Commission regulation imposed upon o+er owners or operators of 
generating facilities. 

4.5. The Commission’s approval of this Agreement will constitute certain 
waivers to APS and its affiliates (including its parent) of the Commission’s existing affiliate 
interest rules (A.A.C. R14-2-801, et seq.), and the rescission of all or portions of certain prior 
Commission decisions, all as set forth on Exhibit D attached hereto. 

4.6. The Parties reserve their rights under Sections 205 and 206 of the 
Federal Power Act with respect to the rates of any APS affiliate formed under the provisions of 
this Article IV. 

ARTICLE V 
THDRA WAL OF L ITIG ATION 

5.1. Upon receipt of a final order of the Commission approving this 
Agreement that is no longer subject to judicial review, APS and the Parties shall withdraw with 
prejudice all of their various court appeals of the Commission’s competition orders. 

ARTICLE VI 
APPROVAL BY THE COMMISSION 

6.1. This Agreement shall not become effective until the issuance of a fmal 
Commission order approving this Agreement without modification on or before August 1 , 
1999. In the event that the Commission fails to approve this Agreement without modification 
according to its terms on or before August 1, 1999, any Party to this Agreement may withdraw 
from this Agreement and shall thereafter not be bound by its provisions; provided, however, 
that if APS withdraws from this Agreement, the Agreement shall be null and void and of no 
further force and effect. In any event, the rate reduction provisions of this Agreement shall not 
take effect until this Agreement is approved. Parties so withdrawing shall be free to pursue 
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their respective positions without prejudice. Approval of this Agreement by the Commission 
shall make the Commission a Party to this Agreement and fully bound by its provisions. 

6.2. The Parties agree that they shall make all reasonable and good faith 
efforts necessary to (1) obtain final approval of this Agreement by the Commission, and (2) 
ensure full implementation and enforcement of all the terms and conditions set forth in this 
Agreement. Neither the Parties nor the Commission shall take or propose any action which 
would be inconsistent with the provisions of this Agreement. All Parties shall actively defend 
this Agreement in the event of any challenge to its validity or implementation. 

ARTICLE VI1 
MISCELLANEOUS MATTERS 

7.1. To the extent any provision of this Agreement is inconsistent with any 
existing or future Commission order, rule or regulation or is inconsistent with the Electric 
Competition Rules as now existing or as may be amended in the future, the provisions of this 
Agreement shall control and the approval of this Agreement by the Commission shall be 
deemed to constitute a Commission-approved variation or exemption to any conflicting 
provision of the Electric Competition Rules. 

7.2. The provisions of this Agreement shall be implemented and enforceable 
notwithstanding the pendency of a legal challenge to the Commission’s approval of this 
Agreement, unless such implementation and enforcement is stayed or enjoined by a court 
having jurisdiction over the matter. If any portion of the Commission order approving this 
Agreement or any provision of this Agreement is declared by a court to be invalid or unlawful 
in any respect, then (1) A P S  shall have no further obligations or liability under this 
Agreement, including, but not limited to, any obligation to implement any future rate 
reductions under Article II not then in effect, and (2) the modifications to APS’ certificates of 
convenience and necessity referred to in Section 1.4 shall be automatically revoked, in which 
event APS shall use its best efforts to continue to provide noncompetitive services (as defined 
in the proposed Electric Competition Rules) at then current rates with respect to customer 
contracts then in effect for competitive generation (for the remainder of their term) to the 
extent not prohibited by law and subject to applicable regulatory requirements. 

7.3. The terms and provisions of this Agreement apply solely to and are 
binding only in the context of the purposes and results of this Agreement and none of the 
positions taken herein by any Party may be referred to, cited or relied upon by any other P a m  
in any fashion as precedent or otherwise in any other proceeding before this Commission or 
any other regulatory agency or before any court of law for any purpose except in furtherance 
of the purposes and results of this Agreement. 

7.4. This Agreement represents an attempt to compromise and settle disputed 
claims regarding the prospective just and reasonable rate levels, and the terms and conditions 
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of competitive retail access, for A P S  in a manner consistent with the public interest and 
applicable legal requirements. Nothing contained in this Agreement is an admission by APs 
that its current rate levels or rate design are unjust or unreasonable. 

7.5. As part of this Agreement, APS commits that it will continue the A P S  
Community Action Partnership (which includes weatherization, facility repair and replacement, 
bill assistance, health and safety programs and energy education) in an annual amount of at 
least $500,000 through July 1, 2004. Additionally, the Company will, subject to Commission 
approval, continue low income rates E-3 and E 4  under their current terms and conditions. 

7.6. APS shall actively support the Arizona Independent Scheduling 
Administrator ("AISA") and the formation of the Desert Star Independent System Operator. 
APS agrees to modify its OATT to be consistent with any FERC approved AISA protocols. 
The Parties reserve their rights with respect to any AISA protocols, including the right to 
challenge or seek modifications to, or waivers from, such protocols. APS shall file changes to 
its existing OATT consistent with this section within ten (10) days of Commission approval of 
this Agreement pursuant to Section 6.1. 

7.7. Within thirty (30) days of Commission approval of this Agreement 
pursuant to Section 6.1, APS shall serve on the Parties an Interim Code of Conduct to address 
inter-affiliate relationships involving APS as a utility distribution company. APS shall 
voluntarily comply with this Interim Code of Conduct until the Commission approves a code of 
conduct for APS in accordance with the Electric Competition Rules that is concurrently 
effective with codes of conduct for all other Affected Utilities (as defined in the Electric 
Competition Rules). APS shall meet and confer with the Parties prior to serving its Interim 
Code of Conduct. 

7.8. In the event of any disagreement over the interpretation of this 
Agreement or the implementation of any of the provisions of this Agreement, the Parties shall 
promptly convene a conference and in good faith shall attempt to resolve such disagreement. 

7.9. The obligations under this Agreement that apply for a specific term set 
forth herein shall expire automatically in accordance with the term specified and shall require 
no further action for their expiration. 

7.10. The Parties agree and recommend that the Commission schedule public 
meetings and hearings for consideration of this Agreement. The filing of this Agreement with 
the Commission shall be deemed to be the filing of a formal request for the expeditious . 
issuance of a procedural schedule that establishes such formal hearings and public meetings as 
may be necessary for the Commission to approve this Agreement in accordance with 
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Section 6.1 and that afford interested parties adequate opportunity to comment and be heard on 
the terms of this Agreement consistent with applicable legal requirements. 

I DATED at Phoenix, A r i z o ~ ,  as of this 14th day of May, 1999. 

SIDENT IAL UTI1,ITY ARIZONA PIJBL IC SERVICE COMPANY 

BY 

Title 01 R-C CTO y +L%&C, 
/ 

BY 

Title 

ZONANS FO R ELECTRK CHO ICE P a m )  
AND CO M P E T I T I O ~ ~  , a coalition of 
companies and associations in support of 
competition that includes Cable Systems 
International, BHP Copper, Motorola, BY 
Chemical Lime, Intel, w, Honeywell, 
Allied Signal, Cyprus Climax Metals, Asarco, 
Phelps Dodge, -, Homebuilders of 
Central Arizona, Arizona Mining Industry 
Gets Our Support, Arizona Food Marketing 
Alliance, Arizona Association of Industries, 
Arizona Multi-housing Association, Arizona 
Rock Products Association, Arizona Restaurant 

Title 

/Pam) 

Title 
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Exhibit A 
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DA-R1 

ELECTRIC DELIVERY RATES 

AC.C. No. X?ZX 
Tariffor Schedule No. DA-Rl 

Effective: XXX XX. 1999 
OrigidTyiff 

DIRECT ACCESS 
RESIDENTIAL SERVICE 

.AV.AILA.B a m  
This n ~ e  schedule is available in all C e r r i f i d  

wired pauC and suiubk voltage are adjacent to the prnniser KNcd 
&liVCry h t o r y  saved by company and where facilities of adequate capacity and the 

.~PLIC.-\TION 

Txis ~ L C  schedule is appliuble to cusroma-s k h g  electric energy on a ducct acces basis &om any ccrrificalcd Electric ScFlice Providpr (ESP) 
as &&si in .LAC. Rl4-2-1603. This r s ~ e  schedule is applicable or& 10 electric &livery q u k d  for residential purpxes in individual private dwellinp and 
in i n d i \ i W y  metered apa~nrnts  when such service is supplied 1 one pod of &livery and mumred hrough one meter. For those dwelling and apartmenu 
where :ICCPIC sewice haJ hiaorially been measured h u g h  two metas, when one of the mecm WY d l l e d  pursuant to B water heating or space heating r s ~ e  
schedule DO longer in c f f a  the elmric Wrvice measured by such metm shall be combined for billing p u r p k .  

This n ~ e  schedule shall become effective as d e f d  in Company’s Tums and Conditions for Direct Accas (Schedule #lo.) 

T i P E  OF SERbTCE 

Service shall be single phase, 60 Hem, at one standard voltage (120/240 or 120/208 as may be s e l d  by customer subject to availability at the 
d s  premise). Three p h y c  scrvicc is furnished under the Company’s Conditions Governing Extensions of Electric Distribution Lines and Scrvim 
( S c = l e  =3). Tramfornution equipment is included in cos( of exbemion Three p k  k c e  k q u u e d  for motors of an individual ratrd capacity of 7-1/2 
HPamorc 

.u1 cllzfomm shall comply with the tcms and conditions for load profiling or’hourly metering specified in Schedule #lo. 

!.lo\m\’ BILL 

The monthly bill shall be the greatrr of the mount  computed under A or B. below, including the applicable Adjustments. 

A RATE 

!.lay - W o k  Billing Cycla (Summer): 

Delivm 

XVovmkr - April Billing Cycla (Winter): 

E. SIIS[!Whf S 10.00 pamonth 
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A D J " M E K T S  

1. When Metering, Meter Reading or Consolidated Billing are provided by he Customer':, ESP, he  monthly bill will be crrdikd as 
follows: 

M a n  S1.30 per month 
Macr R d i g  S0.30 per month 
Billing S.30  per month 

2. The monthly bill is also subject to the applicable proponionate pan Of any Uxes, or governmental impositions which are O r  m y  in 
h e  future be a u c u c d  on the basis of gmsr revellllel Of he Company and/or the price or  revenue from he ckctric service zold andlor 
the volumc of energy delivered or purchased for nle and/or sold hereunder. 

SERVICES ACOWIRED FROM CERTRCATED ELECTRfC SERVICE PROVIDERS 

Customas pnvd under ~JIC schedule arc rapomible for acquiring their own generation and any other required competitively supplied servica 
ESP. The Company will pmvidc and bill i& VylsmLSion and YlCillVy d c e s  on rata approved by the Federal Energy Regulatory Commission to 

the Scfiedulhg Cocrdmtor who pmvida trYrrmission Wrvice to the Customer's ESP. The Customer's ESP must submit a Direct Access SrrYicc Request 
pursuant to the tcmu and conditions in Schedule $10. 

ONSITE GENERATON TERMS AAVD CONDlTlONS 

Cluromm sewed under ~ ntc schedule who have on-site genedon C O M ~  to the Company's elearical delivery grid shall enter into an 
Agmmmt for Intermnnccxion with the Company which shd CStJblkh a11 p<rtinmt &I& reiaLed to interconnection and other required service standards. The 
Customer does not have the option to sell power and mergy to the Company under this M. 

TERMS AND CONDlTlONS 

This n(c schedule is subject to the Companfs Tmns and Conditions for Standard Offer and Dum Access Scrvica (Schedule #I) and Schedule 
#lo. These schedules have provisions that m y  deet cuslomer's monthly bill. 

DECISION NO. 
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DA-GS L 
ELECTRIC DELIVERY RATES 

AC.C. No. XCKX 
T d o r  Schedule No. DAGS1 
Chiginal T a d  
Effective: ,XCK XC 1999 

DIRECT ACCESS 
GENERU. SERVICE 

A V w I L m  

This r;rtc schedule is available in all cnt i f iu tcd retail delivcry d a  &tory w r ~ e d  by Company at all points where facilities of adequate m p h t y  
md the required phye  and suitable voltage arc adjacmt to the 

APPLICATION 

med. 

This nu schedule is applicable to cuStQmm receiving electric mergy on a direct access bask bom any certitiukd E l d c  Service Provider (ESP) 
as defined in A h C .  R14-2-1603. This rate schedule is applicable to all el&c service fquircd Wkm such scrVicc is supplied at one point of delivery and 
mwured h u g h  one meter. For t h e  cuStQmcrs whose eI&city is delivered h u g h  more dw one mew. m i c e  for each meter shall be computed 
~pa r s t e ly  under this IYU unless conditions in accordance with the Cornpay’s Schedule !44 ( T o ~ l i t e d  Metering of Multiple service Entrance Section% At a 
Sin& R& For Standard mer and Direct &gas Service) arc mel For those service l d o n s  where el&c service has histoncally been measured through 
two mums, when one of& m * m  w ‘ ~ l l e d  pursuant to a water heating nu schedule no longer in effect the clearic service mevured by such meters shall 
be combined for billing purpora 

’ 

This rars schedule shall become effective Y defmd in Compyly’s Terms and Conditions for Direct Access (Schedule #lo). 

This rrrr schdule is not applicable to residential service. d e  service or direct access w ‘ c e  which qualities for Rate Schedule DA-GSIO. 

T ( P E  OF SERVICE 

Service &ill be single or three phase. 60 H e  at one styrdvd voltage Y m y  be selected by customer subject to availability at the customer‘s 
pmnW. Three phase senice is furnished under the Company’s Conditiotu Govrming Extensions of Electric Distribution Lines and Services (Schedule $3). 
Tdormatiun q u i p m a t  is included in cos! ofesacnsion. Three phye service u not furnished for motors of an individual cited capacity of lm thyr 7-1/2 HP, 
except for eXining fLili t ia or u h a e  tom1 aggregate HP of all connected three p h  moton exceed 12 HP. Three phase service is required for motors of an 
individual rated capac<y of more than 7-112 HP. 

METERING REOLRE1IEXTS 

A1  Ntomrn  shall comply with th! terms and conditions for load profiling or hourly metering specitied in the Company’s Schedule #IO. 

hIONTHLY BILL 

The monthly bill shall be the gre- of the amount computed under A or B. below. including the applicable Adjustments. 

A RATE 

June - Orxober Billing Cycles (Summer): 

P a  k\+h for the 
nc.u 100 k w h  per 
k W  over 5 

ul.0290 1 P a  k\+h for the 
ne.u 12.000 kwh 

SO.0 181 I Pa k\\h for all 
idditional kWh 
P a  111 kWh so.00 1 15 

DECISION NO. 
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A RATE (continued) 

November - May Ei!ling Cycles (Winter): 

I I II 

PRIMARY .WD 7R&WSIISSION LEVEL SERVICE: 

I. 
2. 
3. 

For custom- sewed 
For cudomen sewed ill hamission voltage (69kV or higher), the Distribution charge will be discounted S2.6?& 
Pursuant to AAC. R14-2-1612.KIl. the Company shall win ownership ofCumnt TrYrsfomers (CT's) 
and Potential Transfomra~ (F'T's) for those cudomm taking &ce Y voltage levels of more than 2JkV. 
For cunomm whose m h g  services are provided by an ESP, a monthly fkilities charge will be billed, in 
addition to d other applicable charges shown above, a decermincd in the &ct conmct bavd upon the 
Company's cost of CT and FT ownership. maintenance and opration 

Primary voltage (12.SkV to below 69kQ the Distribution charge will be discounted by 11.6% 

DETER\tINATlON OF KW 

The kW used for billing purposes shall be the a v m p  kW supplied during the 1J-minut.e period of maximum use 
during the month. as &&od fiom redings of the delivery meter. 

S12.30 plus S1.74 for each kW in excess of five of either the highst kW established during the 12 months ending with the current month 
or the minimum kW specified in the ngccmmt for service, whichever is the grcarer. 

ADJUSTMENTS 

I. When Metering. Meter Reading or Consolidated Billing are provided by the Customer's ESP, the monthly bill will be credited as 
follows: 

Meter U.00 per month 
Meter Ruding 50.30 per month 
Billing SO.30 per month 

2. The monthly bill is also subject to the applicable proportionate part of any taxes, or governmental impositions which are or may 
the future be assessed on the basis of gross revenues of the Company andlor the price or revenue from the electric service sold mndor 
the volume of energy delivered or purchased for sale andlor sold hereunder. 

SERVICES ACOUIRED FROM CERTIFICATED ELECTRIC SERVICE PROVIDERS 

C W m m  served under this rate schedule arc responsible for acquiring their own generation and any other rquired competitively supplied b C a  
fmm an ESP or under the Company's Open Accm Tnnaniuion T d .  The Company Will provide and bill its transmission and ancillary s e & a  on tam 
approved by the FcdcrJl Energy Regulatory Commission to the Scheduling Coordinator who provides tnmmizsion service to the Customer's ESP. The 
Customer's ESP must submit a Direct Access Scrvice Request pursuant to the terms and conditions in Schedule #IO. 

(COSTIXUED ON PAGE 3) 
D E C I S I O N  NO. 
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ON-SITE GENERATION TER\tS G D  CONDITIONS 

C ~ o m m  w e d  undcr rhis ncc schedule who have on-site g e n d i o n  connected to the Company’s elecfrial delivery grid shall enter into ;111 
w e n t  for Interconnection with rhc Company which shall d l i s h  dl pcrtinmt details dved to interconnection and other rquued service stan&&. ne 
Customer does not have the option to scll power and energy to fhe Compvry undcr this tariff. 

CONTRACT PERIOD 

0 - 1.999 kW: 
2,000 kW and above: 

& provided in Company’s standard agcnnent for xrvice. 
Three (3) yean, or longer, st Company’s option for initid period when comtmction is rqu i r rd  One (1) y w ,  or 
longer, st Company’s option whm construction is not required. 

TEEILMS AND CONDITIONS 

This d e  schedule is subjm to Company’s Tmns and Conditions for Standard Oger and Direct Access Service (Schedule d l )  and the Company’s 
Schedule ,V 10. These Schedule; have provisiom that may atfea customer’s monlhly bill. 

D E C I S I O N  NO. 
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ELECTRIC DELIVERY RATES 

Exhibit A 
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DA-GSIO 

ARIZONA PUBLIC SERVICE COMPANY 
Phoenix. Arizona 
Filed by: Alan Propper 
Title: Director. Pricing and Regulation 

AC.C. No. xy?cx 
Tariffor Schedule No. DAGS10 
OrigiMl Tariff 
EI€cdve: Mc 1999 

DIRECT ACCESS 
EXTRA LARGE GENERAL SERVICE 

This rate schedule is available in dI c n t i f i d  retail d e l i v ~  service h t c ~  w e d  by Company at dI poin~r where facititia of adequate capacity 
and the required p b e  and suitable voltage arc adjacent to the prrmiws saved 

APPLICATION 

This rate schedule is applicable to c u m m a  receiving electric cncrgy on a dirca accai basis kom any certificated El&c Service Provider (ESP) 
as defmed in AAC.  R14-2-1603. This rd& schedule u applicable ody  to custom=  who^ monthly maximum demand is 3.000 kW or more for three (3) 
cnNccutive month in any continuous twelve (12) month period ending with the cumot monrh Service m u  be supplied at one point of delivery and mcMrcd 
through one meter unless othmviw specitied by individual cudomcr can- For those customm ~ ~ I O S C  e l k c i t y  is delivered through more than one meter, 
service for ucb meter shall be computed scpvrtrly under this rate unless collditiom in accordance with the Company's Schedule #4 (Totalized Metering of 
Multiple Service Entrance Sections AI a Single Rnnisc fa Standard offa and Direct Access S m ' c e )  arc m d  

This rate schedule b not applicable to d e  Wrvice. 

This rate schedule shall bccome e f f d v e  as &tined in Compsay's Temu and Conditions for Direcl Accar (Schedule #IO). 

TYPE OF SERVICE 

Service shall be three phase, 60 H e  st Cocnp~y's standard vol-ges that arc available within the vicinity of customer's pmnise. 

METERING REOUIREMENTS 

All ascoma shall comply with the LXIIIS and conditions for hourly metering specified in Schedule %IO. 

MONTHLY BILL 

The monthly bill shall be the greater of the amount computed under A or B. below. including tho applicable Adjustments. 

A RATE 

PRIMARY AND TIUUSSIISSION LEVEL SERVICE: - 

1. For customm w e d  at 
2. 
3. 

v o l b g ~  (1ZSkV to below 6 9 k q  the Dinribution charge will be discounted by 4.8% 
For customem served at trarumission voltage (69kV or higher). the Distribution charge will be discounted 36.7% 
Pursuant to AAC. R14-2-1612.K.11. the Company shall retain o w n d p  ofCumnt Tnnrfonnm 
(CT's) and Potential Tnmfonnm (PT's) for thosc ct&otnm taking scrvicc at voltage lcwb of m9tr 
than25 kV. For cutomen whose mckrhg services arc provided by an ESP. a monthly facilities charge 
will be billed, in addition to all other applicable charges shown above, as daermined in the ravice 
contract bycd upon thc Company's cast of CT and PT ownership. maintenance and opention . 

PETERMITVATION OF KW 

The kW used for billing purpo~a  shall be tho greater oE 

I .  The kW used for billing purposa shall be the average kW supplied during the IS-minute period (or other period Y specified by 
individual cusomcr's contract) of maximum use during the monQ as determined hrn  mdmgs of the delivery meter. 

The minimum kW specified in the agreement for m i c e  or individual customer conmct. 2. 
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SZ.430.00 per month plus S1.74 per kW per month 

ADJUSTMENTS 

I .  When Metering, Meter Reading or Consolidated Billing are provided by the Customer’s ESP, the monthly bill will be credited as 
follows: 

Meter S55.00 per month 
Mas R d m g  S 0.30 per month 
Billing S 0.30 per month 

2. The monthly bill is also subject tQ the applicable proportionate part of any faxes. or govenunenrJl impositions which are or may in 
the future be assessed on the basis of gross revenues O f  h e  Company and/or the price or revenue from the electric sewice sold and/or 
the volume of energy delivered or purchased for sale andlor soid hereunder. 

SER\lCES .-\COLTRED FROM CERTIFICATED ELECTRIC SERVICE PROVIDERS 

C u a o m k  served under this rate schedule ye responsible for Jcquiring their own generation and any other rquued competitively supplied sewices 
Eorn an E-SP. T he Company will provide and bill its tranunission and ancillary Xrvices on rates approved tiy the Federal Energy Rcplatory Commission to 
the Scbd~Ling Coordmor  who provides tranrmission service to the Customer’s ESP. The Cunomer’s ESP must submit s Direct Accas Service Request 
pursuant tn rhc tmns and conditions in Schedule #IO. 

OS-SITE GEh€R4TION T E R M  AND CONDITIONS 

Cuaomm sewed under this rate schedule who have on-site generation C O M ~  to the Company’s electrical delivery grid shall enter into an 
-t for I n m o d o n  with the Company which shall establish all p m h t  dekk relakd to interconnection and other rquued service standards. The 
Cuarwa dw not k v e  the option to sell power and energy to the Company under this tyiff. 

CO>TL-\CT PERIOD 

For Ocrvice loutions in: 

a) Isolated Ares: Ten (10) years, or longer, at Company’s option. with styldvd seven (7) year termination period. 
b) orher Arry: Three (3) yem, or longer. at Company’s option 

This m& schedule is subject to Cmpany’s Term and Conditions for S L i l l l M  offer and Dum .&eu Service (Schedule #I) and the Company’s 
Schedule =IO. These schedules k v e  provisions that may Sect customer’s monthly bill. 
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DA-GS11 

ARIZONA PUBLIC SERVICZ: COMPANY 
P h e A l i z o c l l  
Filed by: Nan Propper 
Tie. Director. Pricing and Regulation 

AC.C. No. X?CCX 
Tariff or Schedule No. DAGS 1 1 

Effdve:  XXXm 1999 
original Tariff 

DIRECT ACCESS 
RALSTON P W A  

This ratc zdKdule is available in all cntificatcd retail delivuy savi- h i t o r y  w e d  by Company at all points where facilities of adequate u p d r y  
and the required phase and suitable voltage arc adjacent to the e served 

APPLIC ATlON 

This ra& scfiedule is applicable oniy to Rjlston Purina (Site #863970289) when it receives elearic energy OD a duect access basis &om any 
d c s t e d  Electric Service Provider (ESP) as dcfued in AAC.  R14-2-1603. Service must be supplied as e e d  by individual customer c o n M  and the 
Company’s Schedule #4 (Totalized Metering of Multiple Service Enhance Sections At a Single Remiw for Standard mer and Direct Access Service). 

IES nte scfiedu~e is not appIicabIc to d e  scnie 

This rate schedule shall become c f f d v e  s defined in Company’s T m  d Conditions for Direct Access (Schedule $10). 

r Y P E  OF SERVICE 

Service shall be thm phase, 60 H c r ~  at 123 kV. 

METERING REOUREMENTS 

Cust~~~crsbail comply with the trrms and conditions for hourly metering specified in Schedule $10. 

MONTHLY BILL 

The monthly bill shall be the p r e m  of the amount computd under A or B. below, including the applicable Adjustments. 

A RATE 

DETEILMINATION OF KW 

The kW used for billing pu’po~cs shatl be the seater of: 

I. The kW used for billing p u v  shall be the average kW supplied during the 15-minute period (or other period as specifid by 
individual customer’s confrac!) of maximum use during the month as damnined from readmgs of the delivery m M .  

The minimum kW specified in the agreement for service or individual m o m e r  contract 2. 

B. MINIMUM 

S2.430.00 pcr month plus Sl.74 per kW pcr monb 

ADJUSTMENTS 

1. When Metering, Meter Reading or Consolidated Billing are provided by the Customcr’r BP, the monthly bill will be credited as 
follows: 

Meter SJJ.OOpCrmon(h 
Macr Reading S 0.30 per month 
Billing S 0.30 per month 

2. The monthly bill is also subject to the applicable propodonatc part of any Iaxcs. or govemmenral impositiotu which arc or may in 
the hrture be assessed on the basis of gross revenues of the Company andfor the price or revenue from the electric service sold andlor 
the volume of energy delivered or purchased for sale and/or sold hereunder. 
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Cuaoma is responsible for acquiring ifs own g a d o n  and any other rcquircd competitively supplied wrvica &om an ESP. T he company will 
probide and blll its trammission and ancillary W r v i ~ a  OII mtes qpmved by the F c d d  Energy RcpIstoV Commission to the Scheduling Coordinator who 
probides &ion m i c e  to the Customer's ESP. The Customer's ESP must submit a Direct Access ScrVicc Request pursuant to the tcmu and ConditjorrJ 
in S*lC =IO. 

ONSITE GE>€RATION TEIWS AND CONDITIONS 

Lfmomer has on-site generation connected to the Company's e lea iu l  dclivczy &id it shall ~ L C T  into an Agreement for lnterconncction with fie 
c m y  shall d l i s h  all pertinent dasik relakd to i n t c r c O M c a i O n  and other required service Nndards. The Customer d o a  not have the option to 
ufl power and cnsgy to Ihc compvly under this WiK 

n- 
This rye schedule is subject to Companys Terms and Conditions for Styldyd Off' and Direct Access Smice  (Schedule # I )  and the Company's 

Schedule =IO. T h e  schedules have provisiom may afFcct customer's monlhly bill. 

DECISION NO. 
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T d o r  Schedule No. DAGS12 
OriginalTyitf 
Effective: xxx Mc 1999 

DIRECT ACCESS 
BHP COPPER 

This rate schedule is available in all cerrifiatcd d delivay ~ C C  tnribry serval by Company at all points whm fscilitia of adequate capacity 
and the required phase and suitable voltage arc adjacent to the prank3 s a v ~ d  

APPLlCATlON 

This rate schedule h applicable only to BHP Copper (Site #774932285) when it r ~ ~ n ' v a  c l h c  energy on a d k d  access basis corn m y  
certificated Elearic Service Provider (ESP) Y defined in AAC.  R14-2-1603. Service must be supplied as specified by individual customer contract and the 
Company's Schedule #4 (Totalized Metering of Multiple S h c e  Entnnce Sections At a Single Rank  forStandard Offer and D u d  Access Senice). 

This mtc scfiedule b not spplicable to resale da. 

This rate schedule shall become effective as defined in Company's T m  and Conditions for Dud Access (schedule #IO). 

TYPE OF SERVICE 

Sewice shall be tlpK phase, 60 Hertz at 12.5 kV or higher. 

METERING REOUIREMEMS 

Customer shall comply with the and conditions for hourly metering #ed in Schedule #IO. 

MONTHLY BILL 

The monthly bill shall be the gruter of the mount computd under A or 8. below, including the applicable Adjustments. 

A RATE 

PRIMARY AND TRWSSIISSION LEVEL SERVICE: 

Purruvlt to AAC. R14-2-1612.K11. the Company shall retain ownership of Current Tryuformm (CT's) 
and Potential T r y u f o m m  (Py's) for t h e  customers taking smrice at vohage levels of more than 25 kV. 
For cuuomm whose mc:ering ~ k c s  arc provided by w ESP, a monthly facili~ia charge will be billed. in 
addition to i l l  other appliublc charges shown above. as damnined in Lhe Smice contract bawd upon the 
Company's cost of CT and FT ownership. maintmywr and operation 

DETERMNATION OF K W  

Thc k W  used for billing p u ~  shall be the -of: 

1. The k W  usni for billing purposes shall be the avmgc k W  supplied during the 30-minutc period (or other period as specired by 
individual customer's con-) of m i m u m  use during the month Y dccmnintd from readings of the dclivcry mela. 

The minimum k W s p d e d  in the agreement for Srrvice oc individual customer contract 2. 

B. MINIMUM 

32.430.00 per month plus S1.74 per kW per month. 

DECISION NO. 
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ADJUSTMENTS 

I .  When Metering, Meter Reading or Consolidated Billing arc provided by the Customer’s ESP. the monthly bill will be crrdited 
follows: 

M- 555.00 per month 
Meter R d i g  f 0.10 per month 
Billing S 0.10 per month 

2. The monthly bill is also subject to the applicable proportioMLe part of any UXCI. or g0vem:ntal impositions which are or m y  in 
the h~ln be assessed on the basis ofgross rCVCnUCS Ofthe Company and/or the price Of revenue from the electric service 
the volume of energy delivered or pucchaawd for sale andlor sold hereunder. 

and/or 

SER\lCES ACOUTRED FROM CERTIRCATED ELECTRIC SERVICE PROVIDERS 

-om= is responsible for acquiring its own genedon  and any ocher required competitively supplied scrvica Eom an ESP. T he Company will 
pro\$& and bill its transmission and ancillary services on rates appr~ved by the Feden1 Energy Rcgdttory Commission to the Scheduling Coordinator who 
v\i& rnrrrmiuion service to the Customer’s ESP. The Customer’s ESP must submit a Direct ACCCS S c M c e  Request pursuant to the terms and conditions 
in sdmhlie = 10. 

lf Customer has on-site generation co&cctcd to the Company’s electrid delivery grid. it s h l l  enter into an Agreement for Interconnection with the 
Ccutpany %Sch shall &lish dl pdnent details related to interconnection and other required service styldVb The Customer docs not have the option to 
UU poser lad mergy to the Company under this W. 

TER\f\(S .JL\;D CONDITIONS 

This r i te schedule is subject to Company’s Term and Conditions for Standard Off= and Direct Axas Smice  (ScLdule $1) and the Company’s 
S c b i u l r  =lo. These schedules h v e  pmvisionr thy m y  atfea customer’s monthly bill. 

D E C I S I O N  NO. 
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DA-GS 13 
ELECllUC DELIVERY RATES 

ARIZONA PUBLIC SERVICE COMPANY 
Phoenix Arizona 
Filed by: Atan Pmppa 
Title: Director, Pricing and Regulation 

AC.C. No. ;.ccaC 
TYiffor Schedule No. DAGS 13 
Original T d  
Effective: XXX XX, 1999 

DIRECT ACCESS 
CYPRUS BAGDAD 

AVAILABILITY 

This ntc schedule is available in all cmificated retail delivay serfice territory served by Company at dl points where facilities of adequate ~ p a f i t y  
and the required phase and suitable v o l q e  ye adjaccrm to the p r a n k s  served. 

APPLICATION 

This ntc schedule is applicsblc only to Cyprus Bagdad (Si& #120932284) when it & v a  electric mcrgy on a d u m  access basis fiom any 
certificated Electric Service Rovider (ESP) as defucd in AAC. R14-2-1603. Service must be supplied Y spedied by individual customer contract and the 
Company’s Schedule #4 (Totalized Macring of Multiple Service Entnnce Seaions A! a Single Premise for Standard Offer and DueA Access Service). 

This nbz schedule is not qplicsblc to resde h v .  
This nbz schedule shall become effective Y defined in Company’s Tmns and Conditions for D i r e  Access (Schedulc $10). 

TYPE OF SERVICE 

S m k e  shall be Ihm phase. 60 Hmu at 1 I5 kV or higher. 

METERING REOWIREMEWS 

Customer shall comply with rhe ktms and conditions for hourly m e k g  specifid in Schedule $10. 

The monthly bill shall be the gum of the amount computed under A or 8. below. ‘mluding the appliuble Adjustments. 

A RATE 

Punuvlt to AAC. R14-2-1612.KI 1. the Company shall retain ownership ofCurrcnt Tnnsformm (nt) 
and Potential Tnnsfonnm ( W s )  for thosc curtomm tjking service st voltage levels of more than 25 kV. 
For cuslomecs whow me&g wrvica arc provided by an ESP, a monthly facilities charge will be billed, in 
addition to all other applicable charges shown sbove. as Clmnined in the h c e  contract bved upon the 
Company’s con of CT and PT ownership. maintenance and operation 

DETERMNAT’ION OF KW 

The kW used for billing purposcs shall be the grater of: 

1. The kW wd for billing purposes dull be &e average kW supplied during the 30-minute period (or other period as specified by 
individual customer‘s contract) of maximum use during the month, as d e t m n k d  h d i n g s  of thc delivery mclcr. 

2. The minimum kW @kd in the agreement for Service or individual customer 

52.430.00 per month plus S1.74 per kW per month until June 30.2004 when this minimum will no longer be applicable. 

DECISION EO. 
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1. When Metering, Meter Reading or Consolidakd Billing are provided by the Customer’s ESP, the monthly bill will be crcdiccd as 
tbllows: 

Macr  SSS.00 per month 
.Meter Reading S 0.30 per month 
Billing S 0.30 per month 

2. n e  monthly bill is also subject to the applicable proportionate part of any (IIxes. or governmenla1 impositions which arc or may in 
b e  iuarre be assessed on L e  basis of gmu revenues of the Company and/or the pncc or re~enuc from the electric sewice sold and/or 
b e  volumc of energy delivered or purchased for sale and/or sold hereunder. 

S W  

Cuacms IS raponsible for SCquLing its own generation and any 0th- required competitively supplied snvica  h m  an ESP. T he Company will 
prow& and bil l  IZS m i o n  and ancillary Services on rsta qptoved by the Fcdcrd E n s a  Regulatory Commission to the Scheduling Coordinator who 
provides -on M’ICC to the Customer’s ESP. The Customer’s ESP must submit a D d  Acces SaVice Request pursuant to the terns and conditions 
in Schedule =IO. 

ONSITE GE\+hAT(OS TERMS AND CONDITIONS 

IfcuaOnxr has on-sie gmention connected to the Company’s e l e a r i d  delivery grid it shall en* into an Apcrnmt for Lnterconnea‘on with the 
Company whi& shall cscrblish all pa t ina t  
MU power and energ‘ to rhc Company under this 

related to inbzconncdon and other required &Ce styldvds. ’he customer doer not have the option to 

TERMS ;LW CO\DlTlONS 

This nu u&xlule is subject to Company’s Terms and Conditions for Standard Otfcr and D t c a  Xaeu Service (Schedule $1) and the Company’s 
Schedule *IO. These s;hefula have provisions that m y  sect customer’s monthly bill. 

D E C I S I O N  NO. 
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EXHIBIT D 
Affiliate Rules Waivers 

R14-1-801(5) and R14-2-80:, such that the term “reorganiution” does not include. and no 
Commission approval is required for, corporate restructuring that does not directly involve h e  
utiliry distribution company (“UDC”) in the holding company. For example, the holding 
company may reorganize. form, buy or  sell non-UDC affiliates, acquire or divesr interests in 
non-UDC afliiiates, etc.. without Commission approval. 

R14-2-805(PI) shall apply only to the UDC 

R 1 4-2- 8 0 5(A)( 6) 

R14-2-805(A)(9), ( I  0): and (1 1) 

Recision of Prior Commission Orderq 

Section X.C of the “Cogeneration and Small Power Production Policy” attached to Decision 
No. 52335 (July 27, 198 1) regarding reporting requirements for cogeneration information. 

Decision No. 551 18 (July 24, 1986) - Page 15, Lines 5-1/2 duough 13-1/2; Finding of Fact 
No. 24 relating to reporting requirements under the abolished PPFAC. 

Decision So. 558 18 (Deccrnber 14: 1987) in its entirety. This decision related to APS Schedule 
9 (Industrial Development Rate) which was terminated by the Commission in Decision 
Xo. 59329 (October 11: 1995). 

9th and 10th Ordering Pxagraphs of Decision KO. 56350 (April 13, 1989) reearding reporting 
requirements under the abolished PPFA4C. 

I 659313 G I  

DECISION NO. 
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D E C I S I O N  NO. 


